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Mexico's commercial banking sector is coming under increased criticism for continuing to restrict
credit even though most of the country's financial institutions are in better shape than they were a
year ago. Criticism of the commercial banking sector has come from all quarters, from a member of
the board of governors of the Banco de Mexico (central bank) to Economy Secretary Luis Ernesto
Derbez to Subcomandante Marcos, chief spokesperson for the Ejercito Zapatista de Liberacion
Nacional (EZLN).
Hector Rangel Domene, president of the Asociacion de Banqueros de Mexico (ABM), acknowledges
that conditions have improved significantly for the banking sector, which fell into a deep crisis with
the devaluation of the peso in 1994 and the ensuing economic crisis. The crisis caused interest rates
to soar above 100% and forced millions of debtors to default on their loans.
The banking sector's problems forced then President Ernesto Zedillo's administration to step in to
rescue the ailing financial institutions (see SourceMex, 1995-03-08, 1995-06-07). Rangel Domene said
the government rescue and the eventual participation of foreign institutions in the Mexican banking
sector allowed a recovery that culminated in the year 2000. "We are now in a solid enough situation
to confront the phase of economic growth anticipated in the next several years," Rangel Domene
told the weekly news magazine Proceso.
The ABM president said the banking system would be strengthened further this year by the
anticipated merger of Banco Bital and Banco del Atlantico and by the sale of Bancrecer, which the
government took over in 1999 (see SourceMex, 1999-10-20). "Credit is still low, but the trend has
changed, because it's now growing and that's important," said Rangel. He noted that consumer
credit grew by about 20% overall in 2000, while new loans to business increased by 7% in real terms.

Banks offer loans, but impose strict conditions
The improving health of Mexican banks has led to a small expansion of mortgage and other credit
programs since the middle of last year. But even these programs carry stringent conditions that most
borrowers cannot meet. Analyst Ursula Wilhelm of Standard & Poor's office in Mexico City said
only some wealthier clients can afford the credit offered by banks. "For example, they're demanding
a down payment, which in the past was 10% to 20% and now it's 30% to 40% of the property's
value," Wilhelm told Reuters. "That means many people don't qualify because they don't have that
amount of money."
Banks also impose other stringent requirements, such as demanding that clients work for five years
and have a clean credit history before they can qualify for a loan. Rangel defended these strict
conditions, saying banks have an obligation to make loans under conditions that ensure the highest
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rate of repayment. "We are not philanthropic institutions," said Rangel. "We have an important
fiduciary obligation to manage the savings entrusted to us."
But the continued tough restrictions have been strongly criticized by government officials and
nongovernmental organizations. Guillermo Guemes, a member of the board of governors for the
Banco de Mexico, criticized bankers for using high interest rates as an excuse to stifle loans. The
central bank has withdrawn money from circulation on several occasions to control inflation. As a
result, the rate for the government's short-term Treasury instruments (Certificados de Tesoreria,
CETES) has risen to about 18%, compared with an inflation rate of between 7% and 8%.
Guemes acknowledged that loans for some projects were not viable at this level of interest, but
other projects would be feasible even at 18%. "We would like to see commercial banks start to
make loans on these types of projects," said Guemes. Despite the criticisms from the central bank
deputy governor, Rangel insisted that the problems caused by high interest rates would disappear
by the end of the year. "I think rates could come down from 16% to 17% currently to 12% if Congress
approves tax reforms," said Rangel.
Economy Secretary Derbez also criticized the tight restrictions employed by banks and dismissed
the premise that in Mexico borrowers fail to pay off their debts. "We are not a culture of
nonpayment," said Derbez. "Rather, we are a culture that declines to lend." Derbez said President
Vicente Fox's administration is working with commercial banks to ease lending risks by offering
government-backed guarantees so banks will offer more loans to small and medium-sized business.
In February, the Fox administration announced special programs to increase access to credit
for microenterprises and small-business owners (see SourceMex, 2001-02-28). The February
announcement was followed by an agreement between commercial institutions and the
government's development banks in late March to boost credit to small and medium-sized
businesses.
At least three commercial banks have opened up new programs to provide small-business loans.
One of those banks, BBVA-Bancomer, is allowing small and medium-sized companies to borrow
between 100,000 pesos (US$10,470) and 2 million pesos (US$209,000) for working capital or for
infrastructure over different time periods at fixed interest rates.
By far the harshest criticism of the commercial banking sector came from EZLN leader
Subcomandante Marcos, who said profits were the primary guiding principle for commercial banks.
He accused commercial banks of promoting "destabilization" in Mexican agriculture by failing to
loosen restrictions for agricultural loans and instead offering credits to corporations that primarily
exploit the country's natural resources. "Bankers are not interested in having the earth produce,"
Marcos said in Morelos state, one of the states on a Zapatista delegation tour to gain support for
congressional passage of an indigenous-rights bill.

Administration, Congress seek overhaul of bank secrecy laws
The tight lending practices of commercial banks will certainly be addressed in Congress when
legislators consider a proposal to reform the country's financial system. Among other things, the
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proposed reforms would increase security for borrowers, promote savings, and create new loan
mechanisms for small and medium-sized businesses.
A separate but related plan pushed both by the Fox administration and by key members of Congress
would change significantly the banking secrecy laws. These laws were used by Zedillo to prevent
full scrutiny of Banco Union, which was said to have bankrolled the federal presidential and Tabasco
gubernatorial campaign for the long-governing Partido Revolucionario Institucional (PRI) in 1994
(see SourceMex, 1999-07-14, 1999-09-15). Mexico's highest court (Suprema Corte de Justicia de la
Nacion, SCJN) ruled that Zedillo could not hide behind this law and ordered the former president to
turn over relevant campaign documents (see SourceMex, 2000-09-06).
Under Fox's proposal, the Procuraduria General de la Republica (PGR) and the Secretaria de la
Controlaria y Desarrollo Adminstrative (SECODAM) would gain greater powers to conduct audits
of bank transactions now protected under the bankruptcy laws. "As part of the reforms that will be
sent to Congress, financial authorities believe that greater circulation of information is necessary,"
said Jonathan Davis, president of the Comision Nacional Bancaria y de Valores (CNBV).
Davis said the reform would be part of an international "cross-border" supervision effort aimed
at furthering the exchange of information between financial regulators from various countries.
"There's a lot of readiness in the world for exchanging information, but for that to happen we need
to sort out the banking secrecy law," Davis said. [Note: Peso-dollar conversions in this article are
based on the Interbank rate in effect on March 28, reported at 9.55 pesos per US$1.00] (Sources:
Novedades, 01/12/01, 03/07/01; Associated Press, Notimex, 03/07/01; El Financiero, 01/17/01,
01/23/01, 03/05/01, 03/26/01; Proceso, 03/25/01; Reforma, 03/26/01; Reuters, 01/15/01, 01/23/01,
03/15/01, 03/26/01, 03/27/01; El Economista, 03/09/01, 03/28/01; El Universal, 03/13/01, 03/28/01; La
Jornada, 03/28/01)
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